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OTS notifies the association of such
concerns or issues, the Federal savings
association may not use such an index
unless it applies for and receives OTS’s
prior written approval under the stand-
ard treatment processing procedures at
part 516, subparts A and E of this chap-
ter.

[61 FR 50971, Sept. 30, 1996, as amended at 66
FR 13007, Mar. 2, 2001]

§ 560.36 De minimis investments.
A Federal savings association may

invest in the aggregate up to the great-
er of 1% of its total capital or $250,000
in community development invest-
ments of the type permitted for a na-
tional bank under 12 CFR part 24.

[66 FR 65826, Dec. 21, 2001]

§ 560.37 Real estate for office and re-
lated facilities.

A federal savings association may in-
vest in real estate (improved or unim-
proved) to be used for office and related
facilities of the association, or for such
office and related facilities and for
rental or sale, if such investment is
made and maintained under a prudent
program of property acquisition to
meet the federal savings association’s
present needs or its reasonable future
needs for office and related facilities. A
federal savings association may not
make an investment that would cause
the outstanding book value of all such
investments (including investments
under § 559.4(e)(2) of this chapter) to ex-
ceed its total capital.

[61 FR 66579, Dec. 18, 1996]

§ 560.40 Commercial paper and cor-
porate debt securities.

Pursuant to HOLA section 5(c)(2)(D),
a Federal savings association may in-
vest in, sell, or hold commercial paper
and corporate debt securities subject to
the provisions of this section.

(a) Limitations. (1) Commercial paper
must be:

(i) As of the date of purchase, rated
in either one of the two highest cat-
egories by at least two nationally rec-
ognized investment ratings services as
shown by the most recently published
rating made of such investments; or

(ii) If unrated, guaranteed by a com-
pany having outstanding paper that is

rated as provided in paragraph (a)(1)(i)
of this section.

(2) Corporate debt securities must be:
(i) Securities that may be sold with

reasonable promptness at a price that
corresponds reasonably to their fair
value; and

(ii) Rated in one of the four highest
categories as to the portion of the se-
curity in which the association is in-
vesting by a nationally recognized in-
vestment ratings service at its most re-
cently published rating before the date
of purchase of the security.

(3) A Federal savings association’s
total investment in the commercial
paper and corporate debt securities of
any one issuer, or issued by any one
person or entity affiliated with such
issuer, together with other loans, shall
not exceed the general lending limita-
tions contained in § 560.93(c) of this
part.

(4) Investments in corporate debt se-
curities convertible into stock are sub-
ject to the following additional limita-
tions:

(i) The purchase of securities con-
vertible into stock at the option of the
issuer is prohibited;

(ii) At the time of purchase, the cost
of such securities must be written
down to an amount that represents the
investment value of the securities con-
sidered independently of the conver-
sion feature; and

(iii) Federal savings associations are
prohibited from exercising the conver-
sion feature.

(5) A Federal savings association
shall maintain information in its files
adequate to demonstrate that it has
exercised prudent judgment in making
investments under this section.

(b) Notwithstanding the limitations
contained in this section, the Office
may permit investment in corporate
debt securities of another savings asso-
ciation in connection with the pur-
chase or sale of a branch office or in
connection with a supervisory merger
or acquisition.

(c) Underwriting. Before committing
to acquire any investment security, a
Federal savings association must de-
termine whether the investment is safe
and sound and suitable for the associa-
tion. The Federal savings association
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